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Executive Summary

The Utah State Water Quality Revolving Fund (the SRF) was established pursuant to Title
V1 of the Federal Clean Water Act of 1987 (the Act). The SRF provideslow interest rate
loansto finance the construction of publicly owned water quality preservation and
protection facilities.

The SRF isdirectly administered by the Utah Department of Environmental Quality
through the Division of Water Quality. The Utah Water Quality Board (the Board), an
eleven member board of officials appointed by the Governor, develops policies and
proceduresfor program implementation and authorizesloans under the SRF. The Division
of Water Quality’s primary SRF activitiesinclude administering loans for water quality
preservation and protection facilities and managing and coor dinating the fund.

The Division of Water Quality serves as staff for the Board and the SRF. The Division of
Water Quality has eighteen staff that devote some portion of their timeto the SRF. The
Division of Water Quality receives assistance and support from the Department of
Environmental Quality Office of Support Services, the State Division of Finance, the
Attorney General’s Office and the State Treasurer’s Office. The salaries and benefits of the
employees, aswell asindirect costs based on direct salary costs, are charged to the SRF.
Employees charging time to the SRF are covered by the State of Utah personnel benefits
plan. The SRF isalso charged State indirect costs through a cost allocation plan for
general state expenses.

Beginning in fiscal year 1993, Utah established a hardship grant program with the
approval of the Environmental Protection Agency. Thisnew program was funded in part
from hardship grant assessment fees on SRF loansin lieu of interest. Hardship grant
assessment fees are stripped from repayments and deposited in a special hardship grant
fund outside of the SRF. The monies deposited in the hardship grant fund can then be
used to provide grant money to communities that would otherwise be financially unableto
participatein the SRF loan program. Hardship Grant Assessments, grants and hardship
grant fund interest earnings are not accounted for in SRF financial statements. Hardship
grant assessments which are charged to loans funded with “ funds made directly available’
beginning with all loans closed after July 1, 1999 will be used in accordance with EPA
policies and regulations.

Utah also operates a State loan program. This program provides Utah the flexibility to
fund needed water quality projects without certain restrictions that accompany the SRF
program; also, state match fundsfor the SRF have been generated from the State program.



Mission or Vision Statement

The mission of the Department of Environmental
Quality isto safeguard human health and quality of
life by protecting and enhancing the environment.

Goals and Accomplishments

The SRF has provided financial assistance to communities for wastewater facilities. A
concerted effort will be made when needed to expand the type of projectsthat will be
funded in the future. Projects which preserve and protect the quality of water in Utah will
be considered for financial assistance, without limiting those projectsto treatment of
municipal waste.

L ong-term Program Goals:

Goal #1 - To provide a permanent source of funding which can be used in combination with
financing from the community’ s own resources and other funding sourcesto assist
communitiesin financing needed water quality construction projects.

( The SRF ismeeting Goal #1. All projects which have been or will be funded from
the SRF will receive loans which require an annual repayment of principal over a
term no longer than twenty years. The fund balance has been increasing steadily
sincethe fund was established. Thereisgood reason to believe that the fund will
continueto generate a repayment stream which will fund projectsin the yearsto
come.

Goal #2 - To evaluate environmental needs within the state in order to rate specific needs for
water quality construction and allow SRF funds to be distributed in a priority manner to the
most environmentally needy projects.

( All of the projects which have received loans or are planned to receive loans from
the SRF are high priority projects which are meeting a critical need as defined by
the Utah State Project Priority System.



Goal #3 - To evaluate economic needs of the communities determined to have an
environmental need for water quality construction projectsto allow the State of offer financial
assistance which provides sufficient and affordable project funding to communities and also
allows the State to maximize the best use of the SRF fund in perpetuity.

( The SRF attemptsto balance the environmental and economic need for fundswith a
desireto continue the source of funding for the Program in perpetuity. Beforea
project isauthorized for aloan from the SRF a financial feasibility review is
performed. Thisreview evaluatestherate of interest which the applicant can afford
to pay and their ability to repay aloan. A loan authorization is not made unlessthe
applicant isdetermined to be capable of repaying the loan.

The Hardship Grant Program was created specifically to provide a sour ce of
funding for projects which would, dueto financial reasons, otherwise not be ableto
proceed.

( In assisting communities to addresstheir needs for adequate wastewater facilities,
the Water Quality Board recognizes that such facilities must be sized for future
growth. However, in helping communities provide wastewater infrastructure for
existing and future usersthe Board should be satisfied that proper and adequate
planning hastaken place so that environmental and quality of life problems
associated with sprawl! are not fostered by the projectsit funds.

Short-term Program Goals:

Goal #1 - To assist communities during facility planning and preparation of their application
for funding. Authorize funding for the projects earmarked for funding in the Intended Use
Plan.

( Each community which wasidentified in the |lUP hasreceived assistance with
facility planning and funding application preparation.

Goal #2 - To assist communities funded with SRF assistance to complete construction.

( The Division of Water Quality has assisted all communities which havereceived
funding from the SRF with design review and guidance through construction. When
construction is complete the community also receives continued assistance with
oper ation and maintenance of their facility.



Details of Accomplishments

Fund Financial Status

The Fund hasreceived State Revolving Fund Capitalization Grants from EPA and has
obligated state matching fundsin an amount greater than a total of 20% of the grant.

The fund receivesrevenues from interest earned on loans and interest earned on invested
funds. The net income from fund activities continuesto increase and the fund balanceis
increasing steadily.

The Statement of Revenues, Expenses, and Fund Balance appearsin the financial report
section of thisreport.

Assistance Activity

Forty-five loans have been closed; forty projectsfinanced; all forty projects have begun
construction; and thirty-two of the projects have completed construction. See Table 1 for
details.

Provisions of the Oper ating Agr eement/Conditions of the Grant

The State of Utah agreed to twenty-three conditionsin the Operating Agreement. Twelve
conditions have been met and need no further description and eleven conditions have been
met and are more fully described below. The following conditions have been met as
described in the Operating Agreement:

Agreement to Accept Payments

State Laws and Procedures

State Accounting and Auditing Procedures
Recipient Accounting and Auditing Procedures
Use of theLOC

Repayments

Annual Audit

Annual Report

Annual Review

Anti-lobbying

Drug Free Workplace

Rural Area Business Enterprise Development Plan

The following conditions have been met as described mor e fully below:
1. Provide State Match - State matching funds have either been added to the fund or

committed to the SRF in the amount required by the Clean Water Act. State match
funds are available from the Utah Wastewater Project Assistance Program.



Binding Commitments Within One Year - The Utah State Revolving Fund has
exceeded the program requirement for binding commitments equal to 120% of the
grant amount within a year after receiving payments.

Expeditious and Timely Expenditure - Utah hasdisbursed all cash drawsin a
timely and expeditious manner. Construction has begun on all SRF projectswithin
ashort period after loansareclosed. SeeTables1 & 2 for details.

First Use For Enforceable Requirements— Prior to receiving the capitalization
grant, Utah had met the requirements of Section 602(b)(5) of the Clean Water Act.
This section requiresthat all fundsasaresult of the capitalization grant be used
first to assure maintenance of progresstoward compliance with enfor ceable
deadlines, goals and requirements of the Clean Water Act.

Eligible Activities of the Fund - All of the projects which havereceived SRF loans
have either expended loan proceeds for eligible costs or used “ banked equivalency” .

Compliance With Titlel1 Requirements - In accordance with Section 602(6) of the
Clean Water Act the SRF isrequired to meet sixteen specific Title Il “ equivalency”
requirementsfor those Section 212 wastewater treatment projects constructed in
wholeor part before October 1, 1994, with funds“ directly made available by” the
capitalization grant. The State has met equivalency requirements up to October 1,
1994 and documented that compliancein previous annual reports. Sincetherewas
no requirement under this statute beyond the October 1, 1994 date, there has been
no additional reporting for equivalency in thisreport.

MBE/WBE Requirement - The State negotiated with Region VII1 fair share
utilization goalsfor participation on activities financed by the SRF. During the
state fiscal year the SRF program has met or exceeded the minimum Disadvantaged
Business Enterprise (DBE) utilization program requirements. Construction projects
have either implemented fair share utilization goals for DBE participation or have
demonstrated that a good faith effort was made to provide opportunity for qualified
DBE involvement.

Other Federal Authorities - The State and all recipients of SRF funds directly made
available by the capitalization grant have complied with applicable federal
authorities. Recipients of SRF assistance agreed to do this as a condition of the
bond agreement between the loan recipient and the State.

State Environmental Review Process - During the fiscal year the State was actively
involved assisting potential SRF projectswith planning. Environmental impactsare
being carefully considered with each plan. No loans are closed with a community
until a Categorical Exclusion, a Finding of No Significant Impact or an
Environmental I mpact Statement isissued.



10. Cash Draw Procedures - Table 2 of thisreport describesthe amount of funds drawn
from the federal letter of credit and from the state match for projectsand
administration for the fiscal year.

11. Outlay Projections - The FY01 IUP projected draws from the federal letter of credit
of $12,795,000. During fiscal year 2001 a total $8,419,300 was actually drawn - the
proj ection was approximately 152% of the actual amount. One project which was
anticipated to receive a binding commitments during FY 01 was funded from
another source and another project did not proceed as quickly as projected.

Current Status and Proposed | mprovements

The State Revolving Fund has grown into a per manent sour ce of financial assistance for
construction of water quality projectsin the State of Utah. The fund balance has been
growing steadily since the fund wasfirst established.

There are many water quality projectsevery year in Utah which do not receive funding
directly from the SRF. Utah leveragesthe funds available by encouraging self-reliance
through prudent planning and by cooper ative efforts with communities and other sources
of available financial assistance.

Many of the larger wastewater treatment facilitiesin high population areas of the state
have developed their own sour ces of financing wastewater facilities construction without
the benefit of the State Revolving Fund. Medium-sized communitiesrely heavily on the
SRF to provide the additional assistance they need to make wastewater treatment
affordableto their citizens;, and communitieswith small population usethe SRF in
combination with grants and loans from the WQ Hardship Grant Program, the Rural
Development Administration and the Utah Permanent Community Impact Board.

It isanticipated that the Utah State Project Priority List will be expanded in the coming
yearsto extend the definition of the type of projects which will be eligible for financial
assistance through the SRF. Utah anticipates working closely with state water shed
coordinatorsto provide assistance for non-traditional water quality projectsin the future.

M anagement

Utah Water Quality Board isthe governing board for the State Revolving Fund. The
Board sets policy and authorizes assistance. The State Revolving Fund isprimarily
managed by the Construction Assistance Section of the Division of Water Quality.

The Construction Assistance Section of the Division of Water Quality iscomprised of five
licensed professional engineers, one accountant, one environmental scientist, one
accounting technician and one office technician. Unexpended funds are invested by the
State Treasurer in the Public Treasurer’s Investment Fund in accor dance with the Utah
Money Management Act. Official financial recordsincluding maintenance of the bonds
and record of payments are managed by the Division of Finance. The SRF isincluded in
the Utah Comprehensive Annual Report and is audited in accor dance with the Single
Audit Act by the Utah State Auditor’s Office.



Table 1

UTAH STATE REVOLVING FUND - ACCOMPLISHMENTS to 6/30/01

PROJECT IDENTIFICATION Hardship Planned | Actual|Planned Actual Planned Actual |Planned Actual
Recipient Name Project Number Type* % Assmt Term Need Loan Amount Binding Commitmeny Construction Start | Construction Complete
Smithfield City C490283 101 L 0.00% 20 yrs IVa&b 3,630,300 3,630,300 May-88| Aug-88 Jun-88| Aug-88 Oct-89| Aug-90
South Davis SID - North C490275 102 L 3.00% 20 yrs [ 4,498,440 4,498,000 Jan-89| Jan-89 May-88| Sep-88 Oct-90| Oct-91
Central Davis SID - Ph 4 C490285 103a| L 3.00% 20 yrs [ 1,250,000 1,250,000 Aug-88| Feb-89 Aug-88| Feb-89 Feb-90| Aug-91
Providence City C490292 104 L 0.00% 18 yrs IVa&b 3,500,000 3,500,000/ Sep-89| Sep-89 Sep-89| Nov-90 Nov-90| Jan-91
Solitude ID Phase | C490298 105 L 0.00% 20 yrs IVb 3,200,000 2,993,000 Sep-89| Mar-90 Sep-89| Apr-90 Jan-93| Jan-92
Central Davis SID - Ph 5&6  |C490285 103b| L 3.00% 20 yrs [ 1,150,000 1,150,000 Aug-88| Apr-90 Aug-88| Feb-89 Feb-90| Aug-91
Central Davis SID - Ph 5&6  |C490285 108 L 5.00% 20 yrs [ 500,000 850,000 Mar-90|  Apr-90 Feb-90| Sep-88 Mar-91| Jun-91
South Davis SID - North C490275 107 L 5.00% 20 yrs [ 4,300,000 4,205,000 Feb-90| Aug-90 Aug-88| Feb-89 Sep-91| Nov-92
Solitude ID (phase Il & III) C490298 112 L 0.00% 20 yrs IVb&IVa 1,300,000 2,376,716 Mar-91| May-91 Jun-91| Apr-90 Jan-93| May-91
Hyde Park City C490301 106 L 0.00% 18 yrs IV b 1,750,000 800,000/ Dec-91| Dec-91 Sep-91| Jan-92 Jun-93| Mar-95
South Weber City C490300 114 L 0.00% 20 yrs IVb&IVa 3,006,000 3,056,000 Mar-92| May-92 Jun-92| Jul-92 Sep-95| Oct-95
South Davis SID - South C490275 115 L 4.00% 20 yrs [ 3,441,000 4,475,000/ Sep-92| Sep-92 Aug-92| Oct-92 Sep-94| Oct-95
Aurora City C490309 119 L 0.00% 20yrs | IVb,IVag&l 965,000 965,000, May-93| Apr-93 Jul-93| Nov-93 Dec-95| Sep-94
Timpanogos SD (sludge) C490330 125 L 3.50% 10 yrs Il 1,300,000 1,300,000 Jun-93|  Jun-93 Jul-93| Jun-93 Jul-94| Dec-93
St George City C490320 123 L 3.50% 20 yrs [ 4,000,000 4,000,000/ Dec-93| Dec-93 Feb-94| Nov-94 Sep-97| Oct-98
Santaquin City C490306 109 L 0.00% 20yrs | IVb,IVag&l 2,307,000 1,307,000 Dec-93| Feb-94 May-94| Apr-94 Jun-96| Dec-93
Orem City C490317 128 L 0.00% 3.50%| 20yrs [ 3,500,000 3,500,000 Feb-94| Apr-94 Mar-94| Aug-94 Sep-95| Jun-97
North Davis Co. SID C490328 126 L 0.00% 3.50%| 20yrs Il 4,000,000 4,000,000/ Dec-93| Jun-94 Jan-94| Aug-94 Jan-96| Apr-96
Snyderville Basin SID C490313 122 L 0.00% 0.00%| 20yrs [ 2,500,000 2,500,000 Mar-94| Jun-94 Oct-95| Aug-94 Jun-96| Jun-97
Magna ID C490325 132 L 0.00% 3.50%| 20yrs IVb, | 2,320,000 2,320,000 Feb-94| Jun-94 Mar-94| Jul-94 Sep-95| Jul-95
Timpanogos SD C490332 135 L 0.00% 4.00%| 20yrs Il 2,900,000 2,900,000 Jul-94 Jul-94 Oct-95| Apr-96
Cedar City C490305 117 L 0.00% 2.75%| 20yrs | LIl &IVb 12,010,000 12,010,000f Aug-94| Aug-94 Apr-94| Sep-94 Dec-96| Jun-97
Provo City C490323 131 L 0.00% 3.50%| 7yrs Il 1,185,000 1,185,000f Dec-94| Apr-95 Jul-95| Apr-95 Feb-96| Oct-96
Midway Sanitation District C490333 113 L 0.00% 3.00%| 10yrs IVb 0 151,000) Dec-94| May-95 May-94| May-95 Jul-97| Dec-01
Jordanelle SAD C490322 130 L 0.00% 3.00%| 10yrs IVb 2,137,000 2,736,000) Dec-94| May-95 May-94| May-95 Jul-97| Dec-01
Mapleton City C490294 116 L 0.00% 20yrs | IVa& IVb 4,320,500 6,330,000f May-94| Jun-95 Mar-94| Jul-95 Dec-96| Dec-96
Snyderville Basin SID C490313 134 L 5.00% 0.00%| 15yrs Il 1,500,000 1,500,000 Jul-95 Jul-95 Jul-96| Aug-95 Aug-97| Apr-97
Grantsville City C490289 124 L 0.00% 0.00%| 20yrs | 3,287,000 3,278,000 Jul-95|  Aug-95 Sep-94| Sep-95 Dec-96| Oct-96
Moab City C490324 129 L 0.00% 4.50%| 10yrs | 1,821,000 1,821,000 Apr-96| Sep-96 May-96| Oct-96 May-98| Mar-98
Highland City C490340 144 L 0.00% 4.00%| 20yrs IVa&b 2,500,000 2,176,000 Apr-97| May-97 Apr-97| Apr-97 Apr-98| Apr-99
Central Davis Co. SD C490336 140 L 0.00% 4.50%| 20yrs | 5,100,000 5,100,000 Jul-97 Jul-97 Aug-97| Aug-97 Sep-98| Oct-99
St. George City C490335 138 L 0.00% 1.00%| 20yrs | &Il 12,000,000 12,000,000) Sep-97| Sep-97 Oct-97| Oct-97 Sep-99
Mapleton City C490294-02 | 143 L 0.00% 0.00%| 20yrs IVa&b 0 3,070,000 Dec-97 Jul-95 Dec-96
Tooele City C490303 111 L 0.00% 3.50%| 20yrs 1&1l 7,570,000 7,570,000) Sep-97| Dec-97 Oct-97| Jan-98 Sep-99| Apr-01
Washington City C490319 213 L 0.00% 2.00%| 20yrs Ivb&llla 3,356,000 3,356,000 May-99| May-99 Jun-99| Jun-99 Jun-01
Minersville City C490321 209 L 0.00% 1.00%| 20yrs | 525000 525,000/ Sep-99| Sep-99 Oct-99| Oct-99 Mar-00| Mar-00
Ephraim City C490273 212 L 0.00% 3.60%| 20yrs | 2,100,000 2,100,000 Sep-99| Sep-99 Oct-99| Oct-99 Dec-00
Escalante City C490347 214 L 0.00% 2.00%| 20yrs | 563,000 563,000 Oct-99| Oct-99 Oct-99| Oct-99 Mar-00| Mar-00
Richfield City C490355 204 L 0.00% 4.00%| 20yrs Ilb 4,000,000 4,000,000 Nov-99| Nov-99 Jan-99| Jan-99 Dec-00
Price River WID C490354 145| L 4.00% 0% Jun-00 | 1,000,000 1,000,000f May-00| May-00 Jun-00| Jun-00 Jun-01| Mar-01
Green River City C490329 110 L 0.00% 0.00%| 20yrs Ilb 870,000 870,000 Jun-00|  Jun-00 Jul-00| Jul-00 Jun-01
Salina City C490348 211 L 1.00% 0.00%| 20yrs |lllb &IVb 2,750,000 2,725,000 Mar-00|  Aug-00 Apr-00| Sep-00 Feb-02
Snyderville Basin (PR) C490334 146 L 2.00% 0.00%| 10yrs | 4,000,000 4,190,000/ May-00| Dec-00 Nov-00| Feb-01 Mar-02
Sunnyside City C490356 147 L 0.00% 0.00%| 20yrs Ilb 635,000 635,000 Apr-01|  Apr-01 Apr-01| May-01 Apr-02
West Haven SD C490326 148 L 0.00% 0.00%| 20yrs Ivb 6,536,000 6,536,000 Sep-00| Apr-01 Nov-99| May-01 Feb-00

total loans 141,003,016
Administrative Assistance N4900018810 thru CS490001001 4,354,384
Total Binding Committments ‘ ‘ ‘ 145,357,400




Table 2 UTAH SRF - Cash Draw Schedule SFY 2001
EPA State Funds SFY SFY SFY SFY Total
Recipient Name Project Project Assistance to Binding Const. Const 2001 2001 2001 2001 FY 2001
Number Number Amount Disburse Commit. Start CP 1 Qtr 2 Qtr 3 Qtr 4 Qtr
W ashington City C490319 213 3,505,500 1,275,500 May-99 Jun-99 126 600 726
Salina City C490348 211 2,750,000 2,750,000 Aug-01 Sep-01 500 250 750
Price River WID C490345 145 1,000,000 900,000] May-00 Jul-00 900 900
Snyderville Basin SID C490334 146 4,190,000 4,190,000] Dec-00 Jan-01 500 2,365 2,865
Sunnyside City C490356 147 635,000 635,000] Apr-01 May-01 635 635
W esthaven SSD C490326 148 6,536,000 6,536,000 Apr-01 May-01 4,500 4,500
0
Administration 610,000 98 91 104 91 384
TOTAL 19,226,500 16,286,500 1,498 717 954 7,591 10,760
Federal LOC 998 591 104 6,726 8,419
SRF Repaymt Fund 500 126 850 0 1,476
State Match 0 0 0 865 865




UTAH STATE REVOLVING FUND
UNAUDITED STATEMENT OF CASH FLOWSE

YEARS ENDED JUNE 30, 2000 AND JUNE 30, 2001

Cash flows from oper ating activities:
Net income

Adjustmentsto reconcile operating incometo net cash flow provided by

operating activities:
Capitalized interest
Loan principal repaymentsreceived
L oan advances

Changesin other asetsand liablilties:
(Increase)/decrease in loan interest receivable
(Increase)/decrease in har dship assessment receivable
(Increase)/decrease in receivables from EPA
(Decrease)/increase in payableto state

Net cash provided (used) by operating activities

Cash flow from capital and related financing activities:
Contributionsfrom EPA
Contributionsfrom State of Utah

Net Cash provided by capital and related financing activities
I ncrease (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

2001 2000

$ 1,940,461 $ 2,109,502

0 (28,997)
6,158,459 5,051,585
(10,376,000) (10,331,348)

(10,441) 17,141
(14772)  (115,834)
2,104 (55,204)
(2,104) 55,204

($2,302,292) ($3,297,951)

8,421,404 1,586,304
865,000 716,276

9,286,404 2,302,580

6,084,112  (995371)

24,178,477 25,173,848

$31,162,589 $24,178,477

The accompanying notes are an integral part of thefinancial statements.



State Of Utah

Water Quality State Revolving Fund
Notesto Financial Statements
June 30, 2001

1. Organization of the Fund

The Utah State Water Quality Revolving Fund (the SRF) was established pursuant to Title
V1 of the Federal Clean Water Act of 1987 (the Act). The Act established the Clean Water
Act State Revolving Fund program to replace the construction grants program. Clean
Water Act State Revolving Fund grants provide low interest rate loansto finance qualified
publicly owned water quality preservation and protection facilities projects. Loans must be
repaid within 20 years, and all repayments, including interest and principal, must be
credited to the Fund.

The Fund is capitalized by capitalization grants awarded by the U.S. Environmental
Protection Agency (EPA). Statearerequired to provide an additional 20 percent of the
Federal capitalization grant as matching fundsin order to receiveagrant. Asof June 30,
2001, EPA had awarded $108,859,594 in capitalization grantsto the State of Utah (Utah)
and Utah wasrequired to provide $21,771,919 in matching funds.

The Fund isadministered by the Utah Department of Environmental Quality through the
Division of Water Quality. The Utah Water Quality Board (the Board), an eleven member
board of officials appointed by the Governor, develops policies and proceduresfor program
implementation and authorizesloansunder the Fund. The Division of Water Quality’s
primary SRF activitiesinclude administering loans for water quality preservation and
protection facilities and managing and coor dinating the fund.

The Division of Water Quality serves as staff for the Board and the Fund. The Division of
Water Quality has seven staff that devote some portion of their time working for the

fund. The Division receives assistance and support from the Department of Environmental
Quality Office of Support Services, the State Division of Finance, the Attorney General’s
Office and the State Treasurer’s Office. The salaries and benefits of the employees, as well
asindirect costs based on direct salary costs, are charged to the Fund based on time spent
on Fund activities. Employees chargingtimeto the SRF are covered by the State of Utah
personnel benefits plan.

The Fund isincluded in Utah’s Comprehensive Annual Financial Report (CAFR) as part
of the general fund, which usesthe modified accrual basis of accounting. Because of the
different reporting methods, there may be differ ences between the amountsreported in
these financial statements and the State' s CAFR. Also, because the Fund isincluded in the
State’ s general fund; assets, liabilities, and equity of the Fund are not identifiablein Utah’s
CAFR.

2. Summary of Significant Accounting Polities



Basis of Accounting

The Fund’sfinancial statementsare presented as an enterprise fund using the accrual
method of accounting wher eby revenues ar e recor ded when earned and expenses are
recorded when incurred. Utah follows the accounting pronouncements of the
Governmental Accounting Standards Board (GASB), aswell as statementsissued by the
Financial Accounting Standards Board (FASB) before November 30, 1989, unless FASB
pronouncements conflict with or contradict GASB pronouncements.

Cash and Cash Equivalents

All monies of the Fund are deposited with the Utah Public Treasurer’s I nvestment Fund
(PTIF) and are considered cash or cash equivalents. Accordingto Utah law, the State
Trasurer isresponsible for managing cash balances and investing excess cash of the Fund,
asfurther discussed in Note 3. Therefore, management of the Fund does not have contr ol
over investment of excess cash, and the statement of cash flows considersall funds
deposited with the Treasurer to be cash or cash equivalents, regardless of actual maturities
of the underlying investments. Depositswith the Utah State Treasurer are accounted for
on the balance sheet as cash or cash equivalents.

Loans Receivable

Utah operatesthe Fund as a direct loan program, whereby the majority of loans made to
communities are 83.3 per cent funded by the Federal capitalization grant and 16.7 per cent
from State matching funds. Additional loans have been made from loan principal and
interest that have been repaid to the fund and investment earnings of the Fund. Projects
are funded through the purchase of incremental disbursement bond, which are deposited to
an escrow account. The community then draws funds from the escrow account, subsequent
to an initial disbursement at loan closing, asit expends fundsfor the project.

Interest ratesrange from zero to 5.0 per cent and ar e calculated from the date that funds
are advanced, and interest is accrued during the construction period. After thefinal loan
disbursement has been made, the loan and agreement amounts ar e adjusted for the actual
amountsdisbursed. No provisionsfor uncollectible accounts have been made as all loans
are current, and management believesthat all loanswill be repaid according to the
authorized loan terms.

Hardship Grant Assessments

Beginning in 1993, with EPA approval, the Fund instituted a policy of charging hardship
grant assessments in lieu of interest on certain loans. Hardship grant assessments are paid
in the same manner asinterest and are deposited in a special hardship grant account that is
not part of therevolving Fund. Proceeds of hardship grant assessmentsare used to provide



grantsto communitiesfor the planning, design and construction of wastewater treatment
facilities wher e otherwise these efforts would not be economically feasible.

In 1998, EPA’s Office of Inspector General questioned whether this practicewasin
accordance with the Clean Water Act and SRF regulations. EPA subsequently granted a
deviation from theregulation in 1999 that (1) allowed Utah to keep all hardship grant
assessments on loans made from Federal grants awarded prior to 2000, and (2) prohibit
hardship grant assessments on future loans funded directly by EPA capitalization grants
unless used for one or both of the following alter natives:

(a) added to the funds committed to the grant agreement by the Federal agency and
thegrantee..... (and) shall be used for the purposes and under the conditions of the grant
agreement; or

(b) used to meet the cost sharing or matching requirement of the grant agreement.

Utah may continue to assess hardship fees on certain loans funded by net earnings of the
Fund and principal repaymentson loans.

The accompanying financial statements present the combined financial position and result
of operations of both the hardship grant assessment fund and the SRF. Details of each
fund arereported separately as Supplemental | nformation.

Contributed Capital

I n accor dance with generally accepted accounting principles, fundsreceived from EPA and
the State of Utah for capitalization of the Fund arerecorded as contributed capital rather
than fund revenue.

Budget Information

State Match funds are provided to the SRF from revenues of the Water Quality L oan and
Credit Enhancement Fund which was created by state law, Utah Code Annotated 1953,
Section 73-10(c).

Utah paysfor all administrative expenses with federal funds. Therequired match for the
capitalization grant is met by over matching the required match for loans by an amount at
least equal to that necessary to cover its administrative match requirement.

3. Cash and cash equivalents

All monies of the Fund are deposited with the Utah State Treasurer and are considered
cash. TheTreasurer isresponsible for maintaining the cash balancesin accordance with
the Utah Money Management Act. Utah’s Money Management Act requiresthe Treasurer
toinvest these fundsin a manner that (1) ensures maximum safety of principle, (2) provides
adequate liquidity to meet all operating requirements, and (3) achievesthe highest possible
return on investment consistent with the primary objectives of security and safety. Details

3



of the investments of the PTIF can be obtained from the State Treasurer.

The Fund earned $1,580,945 from investmentsin the PTIF during fiscal year 2001.
Investmentsin local gover nment investment pools are not categorized because they are not
evidenced by securitiesthat exist in physical or book entry form, and are as follows:

Market
Cost Value
Not subject to categorization:
L ocal gover nment investment pool $31,158,994 $31,162,589

4. L oans Receivable

The Fund makesloansto qualified entitiesfor projectsthat meet the eigibility
requirements of the Act. Loans are financed by capitalization grants, state match and
revolving funds. Effectiveinterest rateson loansvary between 0.0 and 5.0 percent, and are
generally repaid over 20 years starting oneyear after the project iscomplete. Loans
receivable as of June 30, 2001 are asfollows:

L oan Amount Loan
Category Authorized Disbursements Repayments Balance
Completed projects  $103,591,016 $103,591,016 $28,290,118 $ 75,300,907
Projectsin process 37,412,000 31,326,000 1,407,279 29,918,721
Totals $ 141,003,016 $134,917,016 $ 29,697,388 $105,219,628

Loans mature at variousintervalsthrough the next twenty years. The scheduled principal
repayments on loans maturing in subsequent years are as follows:

Y ear ending June 30:

2002 $ 6,409,780
2003 6,917,484
2004 7,537,412
2005 7,638,821
2006 7,823,487
Thereafter 68,892,644
Total $105,219,628

5. Contributed Capital and Fund Balance

The Fund is capitalized by EPA grantsauthorized by Title VI of the Clean Water Act and
matching funds from Utah. All fundsdrawn arerecorded as contributed capital from EPA
and Utah. Asof June 30, 2000, EPA had awarded capitalizations grants of $108,859,594 to



Utah, of which $104,010,006 has been incurred for loans and administrative expenses.
Utah had provided matching funds of $21,012,396. The following summarizesthe
capitalization grants awarded, amounts drawn on each grant as of the balance sheet date,
and balances available for futureloans:

Capitalization grants Total
Grants awarded, June 30, 2000 $101,879,894
Current year capitalization grant 6,979,700  $108,859,594

Contributed capital

EPA Contributions (letter of credit draws)
As of 6/30/2001

June 30,2000 Less LOC LOC Draws Plus: LOC Total Letter of
Balance Draws Payable made during Draws Payble Credit Draws
as of 6/30/00 FY 2001 as of 6/30/01 as of 6/30/01
$95,588,602 $57,004 $8,419,300 $59,108 $104,010,006

Utah State Match Contributions
As of 6/30/2001

June 30, 2000 Match Draws Total Draws
Balance During FY 2001 as of 6/30/01
$20,147,396 $865,000 $21,012,396

6. Contingencies

The SRF isexposed to variousrisks of lossrelated to torts, thefts of assets, errorsor
omissions, injuriesto state employees while performing SRF business, or acts of God.

The SRF isincluded in Utah’s Risk Management Fund which providesinsurancein case of
lossor claims against the Fund.

Authorized Projects

As of June 30, 2001, the Board had approved funding authorizations for seven communities
totaling $20,768,000 for loansthat had not been made:
Authorized
Loan Amount



Hildale City
Nibley City
Beaver City
Fairview City
Millville City
Payson City
Salina City

Total

Outstanding Committments

$ 1,585,000

6,104,000
2,950,000

250,000
2,000,000
7,479,000

400,000
$ 20,768,000

As of June 30, 2000 the Water Quality Board had closed the following loans that had not

yet drawn all of the authorized funds:

Borrower:

Amount Authorized:

Mapleton City

Moab City
Washington City
Ephraim City

Salina City
Snyderville Basin SSD
West Haven SSD

Total

$3,070,000
1,821,000
3,356,000
2,100,000
2,725,000
4,190,000
6,536,000

$23,798,000

Remaining to Draw:

$80,000
95,458
1,126,000
350,000
1,975,000
1,325,000
4,500,000
$9.451.458



UTAH STATE REVOLVING FUND
UNAUDITED STATEMENT OF CASH FLOWSE
YEARS ENDED JUNE 30, 2000 AND JUNE 30, 2001

Cash flows from oper ating activities:
Net income

Adjustmentsto reconcile operating income to net cash flow
provided by operating activities:

Loan principal repaymentsreceived

L oan advances

Changesin other asetsand liablilties:
(Increase)/decrease in loan interest receivable
(Increase)/decrease in har dship assessment receivable
(Increase)/decrease in receivables from EPA
(Decrease)/increase in payableto state

Net cash provided (used) by operating activities

Cash flow from capital and related financing activities:
Contributionsfrom EPA
Contributionsfrom State of Utah

Net Cash provided by capital and related financing activities

I ncrease (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Hardship Total
Loan Fund Assessment Enterprise
$1,809,916 $130,545 $ 1,940,461
6,158,460 6,158,460
(10,376,000) (10,376,000)
(10,441) (10,441)
(14,772) (14,772)
(2,104) (2,104)
2,104 2,104
($2,418,065) $115,773 ($2,302,293)
8,421,404 8,421,404
865,000 865,000
9,286,404 0 9,286,404
6,868,339 115,773 6,984,112
23,635,758 542,719 24,178,477
$30,504,097 $658,492 $31,162,589

The accompanying notes are an integral part of thefinancial statements.



